and Dopuch and Simunic, 1980] . These contracts are designed to mitigate incentive problems created by the separation of ownership and control. By reviewing the financial statements, the auditor increases the credibility of the accounting numbers and the value of the contracts to the stockholders, bondholders and managers of the firm. The greater the quality of the audit, that is, the probability that the auditor detects and reports accounting DeAngelo [1981b] argues that audit firm size provides a signal of audit quality. This incidence of auditor changes, an average of nine percent per year, is substantially higher than the population incidence of auditor changes. Coe and Palmon [1979] report that the annual auditor turnover rate for a sample of NYSE, AMEX and OTC companies from 1952 to 1975 was two percent.
Results
Means and standard deviations of changes in long-term debt and changes in contributed capital following the merger, leverage, size and growth in size are reported in Table 2 for the sample of companies that retain the Big Eight firm after the merger, and for the sample of clients that return to a small auditor. We use a logit model to estimate the association between the explanatory variables and the probability of retaining the acquiring Big Eight audit form.
The logit model generates unbiased and consistent parameter estimates. For a description of the logit technique, refer to Theil (1971). 14. If the costs of the two types of classification differ, an as5anmetric loss function must be specified. 
